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Avoided Cost Analysis
BeIiSouth .. Kentucky
SIn (000'.)

108S
Regulated
Amounts Avoided

Ad No. AccountjTHfe ARMIS 43-03 Amount Percen!f'"

e5H Product Managwnent 7.081 1,SZ2 22.'1%
661~ Sales 12,80& 11,038 81.5Mf.
66' Product Advertiling 4,499 4,245 Q.4..S!%
e22Q Operstor Systems 3.318 0 D.OO%
5533 Testing, 9,625 0 0.00%
6534 ~18nt Operatfons Admin. 17,070 0 D.OO%
5550 Depr. I Amort. Op. Sys. 226 0 o.aOYo
6621 Call COrTJplBtion 3,318 2,489 76.02"
5622 Numbtr Services 8,553 6,415 75.00%
S62~ Custcmer Service 40,635 26,968 86.31%- L.ess - ACCOGI Gost 0

Total Dired1y AvoIded 52,777

,

5301: Unoo!lscUbles 5,t548 5,545 100.00%
e121

1

Land &Building 1t5,316 2.127 13.890/.
6122 Furnlture:& Artworks 414 67 13.88%
6123 Office eq~iprnent 1.203 167 '3.89%
6124' Gen. PU~08e Computer 15,853 2,216 13.89%
6560 Depr. I Amort.• Gen. Support 14,188 0 0.000/0
6711- Exec.ut:ve .2.092 291 13.58%
6;12: Planning 8S5 119 13.89%
5721 Accounting &Finance 5,eS3 811 13.89%
6722, E;,..1err.al R811110nl 6,594 916 13.89lY.
6723 Human R,scurces 7;;.74 1,010 13.89%
6724: Information Management 26.278 31927 13.8$%
6725' Legal 2,335 324- 13.89%
6726: Procurem&nt ',915 288 13.88%
6727 Research \& Development 1,583 220 13.89%
6728 Other Ceneral &Adminlmuve 35,471 5,066 13.89%

Less· Misc. Costs 0
Total Indirectly AvoIded 23,087

Total Direct Avoided 52,n7
Total Olreet ExpensH 380,027 ..

Allocation Factor - Ol~ct 13.89%

Return & Income Tams 0
Total Avoided Coste t Retum 76,W
Tota! Rewnue, -Inn 4458,483
\M'1olesale Ollcount Factor 1§#S~

.. Dir~r:r. Testimony of Patricia McFarland far ~T&T Attachment PM-2



C2-Q6-91Cl:33?M FRe, REGULATORY I

.., J::D. 611997 11 e:3PH' PSt 5R 564 34ek

TO 914045295122 P007/012

".. "•.._--

APPENDIX 1A
I

AN APPENDIX TO AN OROJR OF THE KENTUcKY PUBLIC SERVICE
COMMISSION IN CAse ~o. 96482 DATED Februar)' 6, 1997.



P.9/13t-lO.294

pa08/012

...... ,.:. "'",.,, " .'

TO 9140452951220,-06-91 01:39PM FROM REGULATORY
\ !

F'E:B. 6:.1997' 11 03P1'!" . PSC 50z 564 34S2l

• \ i

Cbmputation of Resldent~al &Business Wholesale Rates ,

I
I

1. :Be!rSoutb Sponsored Study

i

Residential Revemue
J :

Bu~lness Revenue
I Total Rev~nue
I
I

I
Re$idential Expenses
Bu.iness Expenses

Tetal Expense

236,817,412
1746B2.3!$S
411,299.771

23,017,341
15J34,166
38.751.507

57.63%
42.47%

59.40%
40.60%

II. 'KY PSC Calc;uJatipn of Separate O~smlmtRate
~'" ".:", :. Based on Recommended Discpunt Rate S In (ODD'S}
~. ." -, .
~. . .:-:<...:":.

Rev.enues 466,4B3 X 57.53% =
466,483 X 42.47~ CI

268,3$4
198.119

Expenses 75,844 ;< 59.40% =:

75,844 ~ 40.60% l!:

45.049
30,7$5

Resiper.tial Discount
I

i
Business Discount

45.009 I 268,364 •

30.795 I 198,119 =

18.79%

16.64"0
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: NElWORK LOCAL IN'J1!RCoNNECrrON/ELeW;EtJ1
Unbundled Loops" :

: 2·Wlre Analog Voiae Grada Loop, Per Mont"
, Nonrecurring •
: 4wVJ1re Analog Voice Grade Loop, Per Month

Nonr~ng I

, 2·VJlre ISDN DIOital Grade loop. Per Mbnth
NonreculTing

2·'Nire AOSU/iOSL Loop, Per Month
Nonrecurring

4-wire HDSL loop. Par Month
Nonrecurring

~'Mre OS, Digital Grid. Loop, Per Month
Nonrecurring ~ Flrs11 Addltlonal

12.81
$50.00 1$18.00
~ $3.04

S50.00 1$1 B.OO
$276.48

$230.00 1$200.00
$12,.33

$160.00 1$120.00
$0.28
$3.00

$16.141
&0.0301
$17.18
50.0726
$18.41
$0.0631
593.00

51.80

$16.20
168.40
121.48
S6e.~0

128.12
$58.40
'18~O
158.40
'25.48
$S8.40
$80.08

S77S.00 1$335.00

I

I I~onre~umng

II Unbundled Local SWitching"
Unbundled E::chan98 Ports

2.wfre Analog. Per Month
, Nonrecumng ~ First JAdditional
4-w1:'e Analog (Coin). Per Month
, Nc~rel:Urring .. FIrst I Additional
4-wire ISDN DS1', Per Month
, Nonrecurring .' First I Additional

a-Wire ISDN Oigltal, Per Month
I Nonrecurring .' FlIat I Addftional

2-Wire Analog Hunting· per line .. Per Month
i NonreourriT'lS

I
I
I

•I

I
I '

I,NetvJotk Ini~ria~e Davicu·
,Network Interface Device

I, Nonrecurring

!Unbundlftd ~:.£chai1QeACt:_~ 100

I
:0 • 6 Miles, FIxed Per Month

Per Mile. Per Month
9 - 2~ Miles, ~lXed Per Month

P.r Mile, Per Monlh
Over 25 U!los. Axed Fer Month

P6r Mile, Per Month

I~Ber!sou\rt hUE i~?,:Jcied..NID! as I component rtf its unbundled loopa. The Commission ir.
Its Order 15 req~JrIna aeliSoutn to Qcmpletl TEL.FUC stuo'les to s8parlte thG unbun~led

I lOO~ and Nit. eiemenll.
, I ;

;....N~n,~duning ~ for unbundled loops MVIII been .dJuated downward dunng
Ine~~8t ons and Iilr~ noi ta oed ratl.. '

i
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CO.II,ON \
- NETWORK ~OCAL INTERCONNI~OWELEIII!N"J' D
Unbundlad Local U••".1itectru &WItching)

$0.002&82
,

End OfIIce Switching. Per MOU I
i

Tandem swttchIng, Per MOU 10.001174 I

Common Tranapart, Per MIle, PerMOll $O.OOOIIZf ,

Comman Trenspot't, Fdlly Termination, Per Month SO.OOO38

LocalltiterconnsGtlOfi*
End Office swttchIng, Per MOU fQ.oo20
Tllndem SWlte:htn9, Per MOU $O.0D30
Common Tran8pDrt, Per Mis, MOO $O,ooao
Common Transport .. Facility Termination. Per MOO $0.0000

I
InttfTnAdiary Tandem, Per MOU" $0.00200

Dedicahld Trai'nl~port .. DS1 only
Per Mile, Per Month t23.00
Flctllty TlnnlnaUora, Per Month 580.00
r:.cUi\t Tennlnation, Nonl8Cufl'lng $100A9

IChanneliz3tion SYGtem • For Unbundled Locps I $429.33Unbundled Loop SystBm (OS1tD VG) par aplper mo.
Nonreoun1ng I $525.00 I

Central Office Interilice Per CIrcuit, Per Month $1.28
Nonrecurring '8.00 I

I

C057 Signallnu Tranapcrt ServIce
I

i Sign*ing Connectfon Unk. Per se J<bp., Per lilonth $13.88

I Nonrecurring $510.00
, ' Signaling Tlirminatlon (Port), Per STP. Per Month $22.70

I
,

Si9nallng Usage. Per 58 Kb~ FacilItY. Per Month , $395.00

\800 Acce&iS Ten Digit Screening htvIco
I

Monthly Ratss l

Per 800 Call UtilIZIng SOO Ames& Ten Digit Screernng
Service with BOO Number DellvIIy. PerQueIY I $0.0010

Par 800 Call Utilizing 800 Acce81 Ten Digit SCreening Service witi\
$0.0011800 Number Defivery. with Optional c;:on,I*' Features, Per Ouery

,
Per BOO call UtIlizing 800 Acce88 Ten Digit SOfeenlng

I SelVlce wIth POTS Numb.. De11very, Per Query 10.0010
I Per 600 C.lI Utilizing 800 Acc:eas Ten Digit Soreenlng Service with
I $0.0011POTS Number Oe&very, with Option.' Complex Features. Per Query

I
)* ~llnm-connectlon Is defined as the 1rampart and tenninstion of local traflleb~n
faclMy baed camera.

- The tandilnl Inl8mledla~ charge applied only U> 1ntermec:i3ry b'aftlc end Is lilpplied in
:Iddiion to applicable Icca i~reonneetan eharges.

, ,

!
I

I
I



OZ-j&-97 01:39PM FiO~ REGULATORY I
n:s. 6l19'i!17 1: 04PM

1
psc see 564 34Ei0

TO 914045295122
",,, '.

POll/012

",' ·NO.294

I

l
f' .12/1:3

I
, 1

I i

elu.JJIDlrt1=\ :. ADI lDQALJmRCWWeCYION ibiD WmWORlt El rENEW PIICEa
I

I I

i NETWORK LOCAL IW1"CRCdf.JNl!emotW~~~Nl'
BOO Acceatt T0n DlgN Scre&nlng Servi¢e (continued)

~o~~::~::~Oharge Per 800 Number ~eselVed .. First I Addftloflal
E8tablishmen1 Charge Pet 800 Numbet EliablilShed

with 8DO Number Delivery - Firat I AfjdltionaJ
Establishment Cherge Per 800 Numb~ Establl~.d

wtth POTS Number DeRvery • FIrst I Additional

I Customi'4ed At88 of Service Ptr 800 N~mber • First I Addltionsl
Multiple Ihi~rl.ATA Carrier Ptoutln; F=»er Carrier FtequGsted. Par

, 800 Number· First I AddltJan.1
Change Charge Per Request· Flrst I Atldltlonal

I
'Cell Hsnciling and D6$titil!ttion Ftasaturat;Per BOO NLJmOel'

,L1ne'lnformatlon Database AccDse Sewic'

I Common TrBt1Sl2ort. Per Query, Per Month
Validation. Fer QU0rt, Per Month

I
i : Nonrecurring· Orlg. Point cede Est8bl~hmer.t or C~nge

Operator Services .
IOperator Call f)r~&sslng Access 8eN;te
I Operator Provided, P,.r MOU

I U~ing eST LIPS

! : Using Forelg~ LlDB
:Fult/ Automated, Per Attempt

: Using eST LIDe
! ,Using Foreigl'l j1..IDB
I, '

11nw3~d Operacor Services Access S9r'JI~a
I Verific3tlon. Per Call
I Emergency Intam.rpt, Per Call

'01 .: A " ' A • 'II' reclol"y S$'~'(an,::e ccess servftie Ca s
Per Cell,

olretkry Assistance Database Sel'\!lee
Use Fee. Per DAOS Cust's EU Requ98t1Ust1ng
¥onthly Recurring ,

DlrectiAccess to Dlraelory Assl$1:;nce sarvfc:~ (DADAS)
I Database Service Charge, Per Month
I Oataba~ Q",ery Charge, Per Query
i Nonrec:Jrring • lJAD,..s Service Establlanement
I

I'DACCjACeess Servjc~

I Per em" Attempt '

INumbJr Sarvfces rntEireePtAccess Service
I Par Intercept Query ;

COMMI••ION:
Dftclalon

S27.50 I 5.50

$55.00 I '1.50

$55.00 I 51.50
$3.00' $1.50

$3.50 , $2.00
$45.00 I $1.50

$3.00

$o.coooe
$0.00938
$g1.00

$1.6016
$1.SZ4e

10.0856
$0.1071

S1.00 j
11.111

$0.3183

$0.01gS
1120.78

57,236.01
10.0052

51,000.00

SO.058

$0.084
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( NElWORK LOCAL Itn'eRCbN~E:C"OWlEll:Wn:W"f
Directory Transport t

SwItched Common Tr'lnsport. Per DASelVloe Call
Switched Common Tl1Inlport. Per DA:S8n.~~ Call Mile
Access Tandem Switched, Per DA Setvfce Call
Sw. Local Channel - OS 1 Level. Per Mcnth

Nonl'lCUrrina.· Fmd JAddltlonll '
Sw. Dedicated Tranaport .. OS 1leve', Per iII/lie. Par Month

f:=acllitles Termination, Per MonthI 1 Nonrscurmg i
OA Interconnection per OA At.ceas SwvJoe CallI ,InstallatiOn .. NRC. Per Trunk or SlQna:t~g COI'JI1eotion - First I AddiUonal

1Collocatlon '
I ; Appll~tio!'l" Per Arrangement' Pe.. Location· Nonreourring
I Spacs Prdparatlon Fee .. NonrtCu".ing .

I Space Construction Fee • NON'eCUtTing
Cabl6 Inst!!lIation • Per Entrance Cable
Floor Space Zone A. Per SQuare Foot, Per Month
Floor Space Zone e. Per Square Foot. Per Month
PcvJer Per AtJlP.• Per Monl,

: Cable Support Structure. Per Entrance Cabls,
I

POT Bay (Optional Point of ierrnination Say)
Per ,,-Wire Cross· Connect. Per Month
Per 4·Wire Cross .. Connect. Pei Month
Per OS, Cross· COnnect. Per Month

, Per OS3 Cross· Conncc;t, POl' Month
I
I
\Cros~.Connects
12-lNlre Analos. Per Month
1 '4-Wire Analog, P'~r Month
II I Nonrecurring 2-wire and • .wt1"8

:OS1, Per Morrth .
: Ncnrecurrlng ~ Ffrat I Addftlonal
053, Per Month

'I : Nonrecurring" Fntl Additional

SecurJty Escort ;
! I?aslc.'st~ hour

Overtime. 1at naif hour
Premium. 1at l'Ialfhour

Basic - addltlonal
qvertime· addltionar
Premium.. adcJlti~nal

CO.la'ON
Decision

I ID.000178
I 10.000004
I

to.000783
133.B1/mQ.

$886.81/ $416.83
$23.00
'QO.OO

$100.48
SO.0008

$915.00 "100.00

$3.850.00
, ICB

$4,500.00 I$2,750.00
$7.50
$6.76
'5.00

$13.35

$0.05
$0.16
51.20
$8.00

10.31
50.62
$18.00
58.00

$155 I $27.00
$72.00

$1651 '27.DO

$41.00
SQ.OO
$56.00

$25.00
$30.00
$36.00
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I

BEFORE THE PUBLIC SERVIC:E: COMMISSION
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I
In th~ Matter of:

I I

PETITION BY Mel FOR ARBliAATlON OF'
CERTAIN TERMS AND CONDIT.rONS OF A
PROPOSED AGREEMENT WITH BELI.SOUTH
TELECOMMUNICATIONS INC. CONCERNING
If.JTERCONNECTION AND RESALE UNDER
THE TELECOMMUNICATIONS ACT OF 1896

)
)
) CASE NO. 96-431
)
)
)

I

On December 20, 1996, the CommIssion entered its final Order decIding the

arbitrated interconneciion issues betw~n Mel Telecommunications Corporstion and
1'1

MCIll'1etro Access TransmIssIon' Services, Inc. ("Melj and BeUSouth

Telecommunications Inc. rBeIlSoutl1"}, BeliSouth al1d Mel have requested

reco'nsideratiort and clarification of certain issues contained in that Order. The

Commission's decisions regard;ng the parties' requests follow.

I. RECONSTITUTION OF UNBUNDLED NETWORK ELEMENTS

BellSoutn requests reheating on the Issue of recombination of unbundled network

elements, citing it Sit "one of the most critical matters to be arbitrated."' BellSouth states

that the Commission's Order permits MOl to circumvent the pricIng policy set forth by the

Act for the rel!tale of retan aervlces and tb avoid the joint marketing restricting of section
I

271(e){1) ofthe A(j" BellSouth states that the Order Imposes a "grave injustice" on 1t.2

and argues that. since rebundllng elemeMs to provide a service is only resale by another

2

8ellSouth Petition at 1.

Be/lSouth Petition ilt 2.
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na~e, the resale; pricing standardS 6f Sectton 252(d)(3) of the Act rather than the

undundled element pricing standard. of SectIon 252(d)(1) of the Me. must apply.

BellSouth arguesthBt this resutt is Jmpelled because Congress must have intended
. 1

that competitors could provide retsil service through combination of elements bought at
, i

unbUndled elements rates 2Dh! If they Combine these elements with their own faCiilities.!
,

AllOwIng a competitor to buy at unbundled ralas and then combine the elements to
,
I

provide service produces price "arbitrage,ll a result Belrsouth claims Congress could not

hav~ Intended.04

I
I

The Commission agrees that tHe Issue Is critical. If competitors are not able to

use' BellSouth's network elements at cost to provide service. viable competition is
I
I

unlikely to grow. Moreover, the CommiSsion rejects BellSouth's strained legal argument,

which would require ft to ignore the language and the structure of the statute.

The pricing for resale and the pricing for unbundled elements appear in two

entIrely different sections at the Act. Their tenns cannot be cobbled together as

BellSouth suggests. Section 252(d)(3) 'sets resale pricing standards ,fJor the purposes

of sectlon 251(c){4)." the subsection which describes an incumbent lEO's duty to offer

services for resale. The prIcing standards of 252(d){3) thus apply specifically to resale·

alone, and not to the sale of unbundled elements pursuant to an entirely different

subsection, 251(0)(3).

Section 252{d)(1), In contrast. pr~ides standards for pricing network .',montl "for

purposes of subsection (e)(3)," the sUbsection which describes an Incumbent LEe's

("ILEC") duty to sell unbundled elements. Unbundled elements must be sold at a price

BellSou1h Petition at 7.

BeUSouth Petition at 8,
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. I
thaf Is "based on the cost (de1lrmined WIthout reference to a rat&-of·retum or other rate-

: i
baNd proceeding) of providing •.• 1he tetwork element." that is "nond'8CI1mlnltory," and

that' "may Include 8 re8aonable pro1lt."i Section 252(d)(1).
, I

section 251 (c)(3) Itates that an Ihcumbent LEe ....Ir pravtde r.questtng carrlera

with
i

"nondiscriminatory IcceSS to ~rk elements on an unbundled basis" in
I '

$ccordance WIth, ID1II: dI. the "requirements Of •.. section 252." Furthermore, these

elementa must not only be provided lat the cost plus formula preacl1bed In SectJon

252(d)(1); they must be provided "in JUCh a manner that aliDWI requesting carriers to
I

provide such elements in order to PTC~e such telecommunications 6ervioe." Semion

251 (c){3). The statute II plain on Its face. The Commission must decline BellSouth's

implied invitation to add the words "With their own faoilltles" aftl!Ir the fina' use of the word

"elements" in the last sentence of SectIon 251(c)(3). The Commlsalon also declines to

adopt BellSCuth's strained reading of the statute In which broad ;mpHcatJons are
I

garnered from BeilSouth', interpretation of what Congress must have "Intended." When

a statute 18 plain on Ita face, tta 'anguige is conclusive. §II, e.g.,~

Commonwealth. Ky., 902 S.W.2d 81~1 814 (H~95). See also ./:::!!.!l~L.o.IiIIaai!.&u-a.IIUI:II~-=-a.a

v. Dept. of PuQl1y Advocag, Ky., 794 S.W.2d 162, 163 (1990) (where statute's words are

"clear and unambiguous and expreSs the legislative intent, there is no room for

con~tructJon or interpretation and the ~tute must be given Its effect as wrltten-).

Finally. BeIiSOuth'slnsietence that the Commlsalon'c Order IUbjecta It to inJultice

is apparently based upon the false p~mlse that It win be unable to compete when tis

tariffed rate is SUbstantially higher than the price at which a competitor can buy

-3-
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the unbundled element rate.

i

unbundled e1emehts to pmvide sel. There Ire altllmat1v8S 8V1i1ab1e to BelISou\1l

oth~r thIn attempting to convince thlslCommls8ion to dllt'ort the statute, It may file an
I

application to re.tructure Its rate8 eb that they more aocurwtely reflect the colt at

pro~ding service. ~ wtth III issues brbught before the Commission. suah an application

would be reviewed in the Interest J provldtng Kentucky ratepayers Bffordable and
,,

rea.onable pricssi,

COl'\gress'. ~nt is to drive ttllebommunicatJona rates toward coetI and to remove

imp11clt subsidies· from those rates. The CommissIon's Order In this case will,

consistently wlth the federal mlnda~, help to lICCOmplilh these aims. To the extent
I

subsidies are necessary, Congress enacted section 254 of the Act, which provides for

"explicit" universel service support. i The Commission's current universal service

proceeding I Administrative Case No. ~eo.s Is the appropriate docket tc consider such

Issues as lSubsidilatlon or residential service.
I
I

SeIlSoU1h has previously taken 'prudent steps. such as filing for price cap rather

than rate of return regulation. to pbsltion ltaelf for the advent of 10C81 exchange
I

competition. Altering Its rates so that 'they more accurately reflect cost will be another
. : I

such step. and wUI 'nmlnate the extreme difference between the current resale rate and
i

,
AdministratIVe Case No. 380, In~ulry Into Universa1 Service and FUYlding Issues.

-4-
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II. RESTRICTIONS ON SEtw!CES OFFERED FOR RE8AL..E

Mel requests clartftcatlon of the bommlaionle decl8lon on grandfathered ••rvlces.

Mells concern 18 that BeitSouth " op~ to making grandfathered IIINice. available

to any customers Of new entrantsI 'whether they Ire grandfltherld cuatomel'l of

BetlSouth currently!recelvlng the IIMce or new customers.' Mel Is al80 concerned that

the scope of the "limitatiOns" re.mad io in the Order Ie una\ear.
,,

Grandfathered services are thole which are no longer offered to new subscribersl

but are contltlued to be offered to 6ut)sortbers having the "rvlce at the time that It I'

withdrawn. To deny II subscriber who might consider changing carriers the opportunity
. I '

to continue to receive the service wolllid put the potential competitor at II oompetltlve

disadvantage relative to the ILEe.

Bel1South In Its Best and Final cffer agreed to resell all of Its retail services with
I

certain limitations. One of the seryices to be resold sUbject to limitations was

grandfathered aeNices. That IimitatiO~ was that grandfathered services would not be

available to new Dr additional euatomers, The Fee's order at paragraph DBS states that

all grandfathered c;ultom.f1 should I-.ve the rtght to pUrchl. such grandfathered

servlces directly from the InaJmbent o~ Indirectly through .. r&eener. .1

The Commissionl
; December 20.

i
1998 Order is derifted to Btl18 that a subscriber

I

changing carriers from the IlEe to a r&8911er shall ~ entltl.d to reeeive that lame

15 MOl PetitiDn lat 7.
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granclfatt1erect saNtee from I reset'er who buYs thEt J.IMCI at the whoIesele rrtte for the
,
I

dur~tlon of the grandfatherfng period.

promotions
I

Mel asked the Commission to ct.rify Its Ord.' that promotion. I••tin; 90 d8Y' or
. .

leAl be made available for resale but Ithat BellSouth need not provide theBe to Mel at

any: additional discount beyond the pr'dmotional rate itself. Promotional incentives take

many formes. In some caees monthly'charges are reduced or waived. In other caSeI

nonrecurring charges such as Installatloh may be waived. These types of ineentivee ere
i

common, Mel, under the ArA, can resell any I.Ee tartrred service at the tariffed price

lese the wholesale discount and proVide any promotional incentIVe It may cons1der

neeess81Y to meet a LEe'. offering.
1

The Commission therefore etarlfies Its previous Order to ltate that services
I

covered by a LEe's promotional offering are subject to the wholesale discount.

However, the Incentives are not, Met or any other competing local exchange carrler

("CLEC") is free to package services with Its own promotional incentive In any way It
,

sees frt to respond to • eimilar pramotional offering of a LEe.

~
. Mel request$ that the Commlll16n define and limit this category of servfces that

Bell$outh need not provide MOl far reJ-1e at any price. The CommissIon 11 not aware

of ahy specific discount that BellSauth
i
is mandated to offer. Should any such service

aris$ In the future BeIlSouth should n~t be obliged to defer the mandated discounted

.6-
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i

service at the m.ndated di8count rat. leu any whole,ele discount. 0f1he undertiing
. I

serVices are available at the tariffed ~te8 leaa thlSI whol... discount 111It••
I

Mel may petition the Commltslon ,on ea ICII...by-caM baslt challenging any
I
I

restriction as to the terms or limitations contained In BeIlSouth's tariff.
;
I

T I

In Its December 20, 1sse Order lu,e COmmission stated that ..rviess available for
, I

resale would b. lubject to the term. and c=ndltions, including rettrfctJonl, found In
I :

BellSouth's General Subscriber Tariff.. Mer requests moclific8tlon of this polley to allew
I

the :company to challenge these terms. :condltlons and limitations before the Commission

if they are deemed to be antleompetlttve.

The Commission agrees with Mel and win modify Its policy to allow Mer or any

other CLEC to chalenge tarHfed terms, conditions or limltatlnns before the Commission

on a ca£e-by.oQls~ baell.

Besale BItU
I

MOr has requested the Commt••lon to establish two discount rates, one for a

com~any providing i1s own operator serttlces and one for II comp.ny purchasing operator

services from the t;L.EC. ,
, I

The Comml88lon determined in ~dmlnl8trative Case No. 355 that ILEes Wi. not
I

be required to desegregate I re1aJl service into more discrete retail services;' therefore

this request to unbundle aCCIISI to operator services ftom loeal8ervfoee Ie denied.

e Administrative Case No. 355, An Inquiry Into Local Competition, Univel'8al
Service, and the Non-Trame Sensitive Access Rate. Order dated September 28,
1998, at 8.

-7-
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111. BILUNG sysTeMs AN6 FORMAT
I

BeUSouth lIke the Commllsldm to clarify Ita decisIon on theilSISU. of bllllng
I

systems and format to direct that • ~rrier access billing ("CAB, format be used for
I

billing recall services and unbundled elements 88 opposed td using 'lttEJ actual CAB'

Iy."".
I i

MOl states.that It is concerned Ju, the format of the bla. not with the system used

, to produce the blll." In its Order the 6ommi8elon agreed with Mel'a .arguments that a
I

. i .
CABs billing format was efficient and technically feasible. How.v_, the Commission In

its ~nCIUSlon Inadvertently omitted thb word "formatted.n Therefore. the COmmissIon

clarifies 1he decision to reflect that the blJ. rendered Mel win be in CABs format and that

CABs soft\Nsre or hardware systems need not necessarily be used to produce the bill.

N. UNUSED TRANSMISSION MEDIA
,

BellSouth arglJe6 in its petition' for rehearing that unused transmission media

("dark or df'J brj is neither a network lelement nor e retail telecommunications seNioe

and that it should not,' therefore, ~ required to make this resource available to

compet1tDrs. However, the Commisslbn has not defined dry fiber based on either of

these definitions. The Convnlslion hll defined dry fiber 8e a resource to the public

swttched network, in the same manner' as access to poles I ducts, conduits, and rights-
I

of-way. Dry fiber conetftutes an Iccess point to the pubIc switched ~etwor1c In the same

way as a pole. duct. conduit or right.bf-way. The latter acceas point, are neither I

., , ,

Mel's post hearing brief at 42.
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,

n..Jork element nor a telecommunications service s'IIsltable for resale iCll1d the Ad. has
I

made these available to competing cot.npanles.

Therefore, the Comml.slon's dJ.lon on u:nueed transmission media is &mrmed

with' the followtng clarification. Mel' ••ked for c:llrlflcatlon on Its abUIty to rebut
;

BellSouth's determination that unusect transmission media Ie un8vaflable. The

Commission finds that Mel should b8 permitted to petition the Commlaatan If It can
,

demonstrate that BGllSouth Is unwilling th cooperate. The Commi88lon 1180 amends this
I

section of Its Order to change the UrTie period for which BellSouth must plan for the
I

utilizatior. of unused tran8mlSllon media from five (5) yea.,. to th.... (3) years. This

shorter time frame conforms to 8 more! reasonable LEe planning cycle end will enable

the carrier to review budgeting plans.

V. COMPENSATION FOR eXCHANGE OF LOCAL TRAFFiC
,

BeIlSc]l...'th seeks rehearing of the iCoMmission's determInation that the pricing for

termi..,ation of local calls should be at to~1 element long run Incremental oost \TELRrCl

rather than tariff access rates. BeIlSouth aasens that 1ts appeal of the FCe's order and

rules on TELRIC pricing should cause the Commission to reconsider Its use of TElRIC
I

in this case. and that the Commission should require true-ups from the implementation
I
I

of thIs Order until permanent rates are 'established after the federal Rtlgatlon has been

i
concluded. However, Independent of any FCC action. the Camml.lon concluded that

,

Interconnection should be priced III Mat J')tul a reasonable praflt baMd on SectIon

252(d)(1) of the Ad. Thus. aenSouth's· re~uest 1s dented.

-9-
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I

forth in APpendix 1 of the December 20, 1996 Order to compensation for exchange of

local traff1c. With the modmcation "-QUiring reciprocal compensation, the rates in

Appendix 1 are interconnection rates 'appncable at the outset of thIs contract. Should

I

Mel or BetrSouth become diseat18fiad wtth the interconnection ratae contained In
I

Appendix 1, they may renegotiate rates1to become effective upon tile tennlna~lon of this

two,year contract.
i

VL INTERIM lOCAL NUMBER PORTABILliV COST RECOVERY

Bel/South requests the Commission reconsider Its decision that each LEO should
I, ,

bear its own cost for providing remote call forwarding 8S an Interim number portability

option, arguing that the Commission ~hould Instead set a cost-based price for remote
I

call forwarding aerVlce. However, the Commission's originsl decis10n is consistent with
I '

the FOCls detenninatlons and wli previtle an 1ncentlve to the ALEC. to Implement long

tenn! number portability. BeIlSouth's request is denied.

,

I December 20, 1996 Order at 14.

-10-
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VII, THE PROVlSION BY 8tLSOUTH OF ADDITIONAL TEU~JC ,STUDIES

, BellSouth requests rehell'lng J the Commleslon's determination th8,t within 80

d8~ It muat provide TELRrC etudltn ~~ unbundled network erementa thlit do not have
!

a TElRle estimate listed in BellSouth's best and final offer Including the Network

Interfeu:e Device ("NIDj and non-recJrnng charges. BeUSouth uaerts thlt producing
I

such Information at this time Is unwarranted because of the judicial stay of the FCC's
. I

prioing rules. However, the Commia,ion reached its declelon without regard to the

FCC's stayed pricing standards and i~tead mads lndependent determinations of the
I

appropriate cost study methOdOlogle~ for Kentuoky. The ;nfonnatlon requested Is
I

necessary to complete the approPriau~. Therefore, BellSouth's request is denied.
i

VIII. PRocess FOR ORDER~NG NETWORK ELEMENTS AND
FOR REVIEW OF COST STUDY METHODOLOGIES

• I

Mel has asked for the creatioh of an exPedited process to review orders for
:

additional unbundled networ1< elements. ' The Commission declines to estabnsh a specific
I

process but notes that ahould MOl ~xperience al1Y diffleulty In orelerlng additional
,
i .

unbundled network elementl, It may file a petition with the Commission. Such a

i
complaint wUl be handled as expedttlously as possible.

MOl r~uesta that It be given a~ active role In the review of BeIiSouth's network
I

element cost studies ordered to be filea. Thes. BeIlSouth TELRIC ItUdtes will be filed
I

in this procaeding in whIch Mel is clearly 8 party. Accordingly, the Commission decnne.

to establish a separate proceeding for lhe review of the TELRIC coat Itudies.
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lX. ROUTING OF t).I.. 0., 411. 811, AND 555-1212 CALLS
I

Mel reques1l the CommisIIon tolclarify its dectskm concemlng the routing of 0+,
, :

i
0·,411, a11 and 6d5-1212 calls. The Commi••1an hid deakted that It woutd not require

BellSoutt1 to fumlsh whole••1e tariff "rvices minus ~perator _Meet since SellSauth

has no tariffed serVIce Without operatdr servlC9S 1ncluded. Thus, an lLEO will not be

requlred to sever Its tariffed services frJm 0+ and 0- services when an ILEe is reseDing
I I

the ILEe's tariffed aervlc:ea. However, if! an II.Ee and a CLEO agree to s wholesale rate

for a service without operator se~ces, the Commission WI" accept such an

arrangement But. Wa CLEC provides sbicx:! through purchase of unbundled elements,
i

then the ILEC shall provide customized routing for 0+,0-,411,811 and 555..1212 calls.

The Commtssion modifies Its December 20, 1996 Order to eliminate the statement that

BellSouth shall retaIn 0+. 0-, 411, e11' and 555-1212 calfs on an interirn basis. IT an

ILEG asserts that customized call routing is not technically feasible. It has the burden of

proving Its claim.

X. PERFORMANCE AND SiANOAROS, QUALIlY
ASSURANCE. AND QuALITY CERTIFICATION

Mel reque&tB that the Comml881on require BenSouth to prepare periodIc
I

comparative reports on Its service qu~ltly to enable Mel to determine whether Mel's
\

customers are receiving eqUJlI quality of service from BeliSouth. However, BellSOuth Is
I I

required to provide the 8ame qUltity of service to Mel as it provides to Itself, and there
, ,

. I ,

does'not appear to be any rulOn to assume BeIlSouth will not In good faith comply wfth

this requirement. Should MCI have a basis on which to allege that I poorer quality of

-12·
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as modified herein.

i

ae,l.ice IA being dlttvered to lt8~ than to Bl9I1South'a. then It 8h{'\Jlcllmmedlats~
I I

bri~g this matter to the Ccmmisaion'si attentlon through II petition.

The Commission, hiving co~sld.red the motions fOr reconsideration and
I i

clarification from BenSouth Ind Mel. ~ and having been otherwiae 8ufftcien1ty advised,
, i

HEREBY ORDERS that its December '20, ~ 996 Order Is afflnned In III respects except

I
,

Done at Frankfort, Kentuoky, ~is 29th day of JaDuaJ:1. 1997.

By the Commlsaion

DISSENT OF CHAI~MAN LINDA K. BREATHITT
,
I

dissent only from the majD~ opinion on the Issue of recombination of
I

!
unb~ndled elemems.

I
, I

Section 251(c)(3) states that ari Ineumbent local eXchange carrier shall provide

sucf1 unbund1ed network elements It a ~8nner that allows requesting carriers to combine

such el.m~"ts in order tD P",~I su~ teleeommunlcstlona service. On lIB faoe, this
I

wou\d logically lead to the concIuIion that recombination of the unbundled elements in
. I

any manner was contempll18d by Congress.

However when taken In context WIth other sections of the Ad, this conclusion faila.

In particular If recorrtblnatlonl were contemplated, there would h8ve been no reason for
, ,

Congress to estabhh two distinct prlcfn~ progl'QMr. - one for .-ale and one for netNork
I
I
I
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I
. . . I

element pricing. The establishment of two prioing arrangements IIlncxJifu;istent with the
I

I . I
Idea of recombination of all the elements.

,

Secondly, the joint marketing: prohibition In Section 271(8)(1) states that a
I

teleCommunications carrier that serves more that Spercent of the natlCl'll's presubscribed
, I

a~8S lines Is restricted from jointly marketing It; interlATA toll services with servlC86

obtained from the SOC via resale. This restriction is lifted wher, a new entrant
I

purChases unbundled network etemerrls.

It seems to me a loophole I~ the Act hac been QXposed. Commission. in

Tennessee, GeQrgla, North Carolina ~nd Louisiana have also recognized this,

The Act requires the elimination of Implicit subsidies. which Is a good thing in a

competitive world. BellSouth's business rates need to come down. However, this

I

Commission has long encoursged telephone pnce subsIdies because they keep urban

and especially rural residential rates lower. The Commission affirmed this policy again

fn Case No. 94-12' by freezing residen~al rates for a period of three years or until there

is a universal service fund in plaOl. The elimination or these subsidies should occur,

but my ~ncem is that it may 0CCU1' too ;wiftly if competitors are permitted to recombine
I

certain network elements. That leaves residential customers scratching their heads and
I

trying to make sense of competition as their bnJs increase.
I

, 1

t do not have II crystal bill, nOT'would I be accompfished In Ita IJ&8 If I did have

ons. I do not know BellSouth'. plans on ra1e rebalancing; nor do I know how all this will

ulti~atelY shake out. The Commlssiori has opened 8 docket on universal service wtth

the Intent of providing a safety net ~here necessary subsidies in raies have been
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rem~vad by cQmJ)~va pri~: but Jill univet'8S1 SSMCE~ come to tM 1'Q1CU9 of rural

cust~mers in time? r fear it may not. ~ respectfully dissent.

ATT1EST:

§~M~
Executive Director
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